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OBSERVATIONS,
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Sir—It is now within the last thirty
years that we have witnessed three or four
periods wherein commercial and almost
national convulsions have occurred: from
the failure of Country Banks. On former
occasions, in time of war, and from.scarcity
of money, the agitation and - distress: to
individuals has been confined to particular
towns or counties; on the late occasion,
the panic, like a general epidemic, in an
instant extended its influence, without dis-
crimination, from the highest to the lowest
establishments both in town and country ;
including, perhaps, the Bank of England.
.~ The violence of a sudden tempest, we all

know, both in the natural and political

world, does not last long. The public at

large as suddenly found their interests

equally. implicated, ~and used  immediate
- B
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exertions to stem the torrent, by meetings

‘and  declarations of pubhc and private
- confidence.

Thus the panic has gradually
subsided, and the whole body of doubtful
and speculative ‘banks shared the same
protection with their more honourable
brethren ; leaving, however, the frightful
consequences and sacrifice of property to
fall equally on both descrlptlons of Country

- Bankers. : R -
- This short-hved convuls1on must, -how-
_ever, have plunged. thousands of the indus-

trious and useful part of the commumty

- into Wletchedness and misery. All this

too has occurred at a period. of profound
peace, and of flourishing revenue: that the
evil must and will recur at no distant
period, whilst the present system is con-
tinued, is most evident to all men of obser-
vation ; and it is equa,lly certain, that very
many of the first establishments having
suffered such severe pressure, and made
such heavy sacrifices, from this indiseri-
minate attack of the public, they will take

good. care never again to put it into the
~power of caprice or mahgmty to - expose
~ them to such a trial;

they will confine

By
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~ their circulation of notes to the narrowest

possible scale their business will admit ;
and in proportion as this principle is acted
on by them, so much the greater will be
the increase of circulation with other
banks, whose only object in business has
been, by means of agents and forced mea-
sures, to disperse in all directions their
promissory notes. Yet these latter gentle-
men say, “ Why should we, of all commer-

cial men, be preVénted from enjoying the

advantage of public credit, when every man
in business has the option of trusting his
neighbour or not? If he does not like our
notes, let him refuse them ! -~ This merits
no answer but for the purpose of exposing
its. fallacy : every man who goes beyond:
forty miles from London, finds these notes
the only circulating medium through the
whole ‘kingdom; so that either.all the
intercourse of traffic must cease, or they

must be forced upon him ; he is astonished

at never seeing a sovereign or Bank of
England bill, and the reason is obvious;

whenever they get, through payments from
customers into the bank or are collected
by - agents, they never agam return’ to
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the . public, being :sen‘t*‘daily".‘;’b?ck”‘f:(y
London to provide for their running bill

accounts. Is it, then, to be‘."bornb‘e, :‘tha,t

" the coin of the realm, and the issues ~of

the Bank of England, Should “be "_’t‘hus
withdrawn from ‘country circulation ] andA
at the same time can it be asserted, that

it is at your option to take'--the _country

notes or not ? L e
It was in the year- 1796, that Mr. Pitt,
when lie passed the bill to enable Country
Bankers to issue bills under five 'pOunfis,
insisted on the expediency of some security
being given. The necessity of supplymg
a circulating medium for - ‘che'i ‘counﬁry,
during. the absence of ‘specie, was urgent,

“and the opposition from the ‘;’Couptry_
. Bankers to giving any security so power-

ful, that he abandoned the measure, -;'?o?-
tenting himself ‘with a - compromise, -1
carrying a financial one, namely, b).r_ 1ay1ng
on a heavy stamp duty on. re-issuable

~notes L.

No other plan, I believe, Was 'agitgted
u‘ntﬂ ~'1818, except - that'_,_' qu : 'addlthnal
“duties on: stamps——when, in..consequence

of the pﬁbl'ic;alarma from the numerous

failures of Country Banks, Mr. 'Va’n‘sittartv
brought a bill into parliament requirjng
all Country Bankers to deposit the

whole amount of their issues of notes

under five pounds, in government secu-

rities—with many other obnoxious re-

strictions ; and for which he ‘pr(y)posed to
allow. the Bankers the interest of 8 per
cent!!! No measure could have been more
theoretical or impracticable. The minister,

with- that crooked policy so often fatal to

open  plain dealing, conceived in those
distressing times, that by means of the

popularity and expediency of his measure,

_in protecting the public from the depreda-

tions which had recently_bébome so alarm-
ing, he could ingraft a financial measure of
having the control over thirty to forty mil-
lions of stock, not belonging, but intrusted

‘to Country Bankers; thereby hoping to

relieve the depression of the public funds.
This proposed bill instantly brought to
town a- cloud of nearly two hundred
bankers, with an equal number of prozies

in their” POCketS ; -the Oppres_sion and. 1m- :

practicability of the pla,n{-placed -‘thém ‘on

high ground. They met at the George
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-and Vultvu”rye Tavern, and framed, almost

unanimously, a number -of resolutions:
among others were the following—

Sm‘ WJLLIAM ELTORD m the Cham
Resolved —That the Countly Banker

,have been as punctual as any other class of
~ commercial men in fulfilling thelr engage-

ments _ : v
Resolved, ——That the. powerful accommo—

- dations they grant to the commercial and

agricultural interest, as well as facilitating
the punctual collection of taxes, entitle
them to the support -of Government, instead
of being unjustly marked as undeservmg

‘the public confidence..

Resolved,—That such 1nterference Would
be a dangerous precedent, tending to over-
turn the whole system of private credit,
individual 1espon31b111ty, ,and free com-
merce. : . g
- In the two last of these resolutlons this
powerful body was undoubtedly - right.
The minister was glad to get out -of the
scrape, and Wlthdl‘eW his bill, contenting

himself, I believe, with anothel addltlon to

thedutyonstamps' SRR \ i

-

The alarming extent of pressure from
scarcity of money lately experienced, gives

every reason to expect that a forced circu-

lation of notes. will not fail to be continueéd;
and the total exclusion of gold and Bank of
England paper does in my opinion peremp-
torily require the earliest interference of

the Legislature.. The Public are unanimous

in the necessity of some measure. being
adopted ; but on. examination it is found

- so surrounded with difficulties, that few

are agreed as to the remedy. I should

deem it presumption to imagine I could

point out. a plan’ to reconcile the po-
licy of Government with the interest of so

. powerful, and in most. cases so respectable

a body of men as the Country Bankers:
however, the extended misery which is
now so often brought home, from the fire-
side of the saving and industrious poor,
to the more opulent members of the com-
munity, nay, to all descriptions of persons
in the country, demands the attention
of evely thinking man. I therefore hope

I shall not be chalgedWith vanity, in the
attempt of suggesting a plan for the ame- -
lioration of. a .system fraught with such

extensive calamity.
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The ﬁrst pr 1n(:1p1e Whlch presents itself,

‘1s well known and allowed by all states-

men and men of»busmess ; namely, that the

- utmost ;possfible extent of .the circulation

of specie, or of notes, that it would be
prudent for the chartered Bank of England

“to issue, is not probably half the circulating

medium. necessary, for the financial, com-

mercial, and agricultural demand -of an
empire, in which may be said to be concen-

- trated the enterprlse and 1ndustry of all

certain limited time, ‘to merchants- and

Europe. ‘ R

The next . consuieratlon for the atten-
tion of the Government and the Legislature
(for.it is their affair), is how to provide,
with safety to the Public, for this indis-
pensable surplus of the circulating medium.
Many reflecting and well-intentioned men

are for ever filling the columns of news-

papers with descriptions of the advantages
and security of Scotch Banks: the noble-

men and persons in’ the first rank of

society in Scotland are stated to be share-

holders; and I understand that money is

advanced, and discounts granted, for a

“others, proportionate to. . the. extent of

the business and the solidity of the appli-

Y

cants. 'This is all very well where a man
is known to some of the directors or share-
holders of these Scotch Banks, and ‘where
it is easily ascertamed if his business is
thriving, and minute inquiry can be made

whether his speculations be prudent, or his |

daily haggis pudding be too large for his
income; but with respect to England the
immense scale of its commerce, enterprise,

and agricultural 1ndustry, would render

such primitive theories - totally imprac-
ticable : and although the noblemen’ and
great proprietors of Scotland, from' bene-
volent motives, may grant their personal
responsibility to these comparatively limited

trading companies, it would be difficult to

find men of the first class in this country

~ to imvolve their responsibility in any esta-

blishments whatever; or be induced to

~conspire for the extinction of the respected

Country Bankers, from whom théy have
veceived, and to whom they, their fathers,

and grandfathers, have given, occa51ona1"
 ‘assistance for nearly a century past.

We will now touch on another scheme
Whlch has often been submitted ‘to . the

Pubhc,—-that blanches from the Bank of
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England should be established all over the

empire. I am not in the secrets of that char-
tered body; but the first doubtIhave,is, whe-
ther the Directors of the Bank of England

would, or with safety could, consent to any

" such plan: if they did, they would require
and . justly be entitled to some important
compensation . from Government for the .
“expenses and risk of providing such relief

for the exigencies of the State, instead of

being ‘subjected to the heavy duty on
stamps which is at present paid by the

Country Bankers. :-To. carry this grand
monopoly into effect, ample security would

be required from the distributors to whom

this --specie- and - Bank - paper were. in-

~ trusted for. circulation ; none but men of

property could give security in the various
cities and towns of the kingdom, and such
men would expect to. be well remunerated.

* All this being settled,—what are they to

receive in exchange: for. their specie and

" notes? Will they allow their agents to take
the personal security of the farmer and

tradesman;—or will - they. lock. up - their
money on. the deposit of . title=deeds,: .or
joint bonds, as is done by Country Bankers,

11

who. from their local knowledge are in=

" duced to grant temporary assistance to the

agriculturist, the merchant, and  to all
others in their respective lines of industry ?

I will also ask, if these new appointed
branch Bankers, destined to supersede 7 or

800 men of business in the country, who
have devoted their lives- to that object,

intend, as the latter have done, to accom-
modate the Public at a trifling expense,
in' the management of the multifarious

intricacies of stock transactions respecting
wills, survivorships, probates, and number-

less other - intricacies - in the transfer of

property, which, without their experience

and assistance, would require the employ-
ment of two or three additional attornies

in every country town, where the inha-

bitants think they have already quite
enough ? .

In short, such scheme, in all its beariﬁgs, N

I consider to be wholly impracticable ; and
that the promoters of the plan would be
among the first to raise an outcry against
so dangerous a-monopoly.

proposed at a period of great exigency

I recollect a third scheme Whiéh_i Was
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(unde1 no -other . circumstances Would it
; appem credible); namely, that Government

was to furnish.a. mrculatmg medium - for

the country, by the issue of exchequer

bills of one and two pounds, bearing no
interest: they had in France assignats, and

they have in - Spain, Russia, and in- most
of ‘the countries subject to the Holy Alli-

ance, Government bills so low as five shil-
lings, which aré more or less at- 30 to 60
per cent' discount :—a: notable scheme for

Old England ! I

- Tt. is- very probable, that many- other

projects, equally plausible” in. theory, have,

within the last thirty years, been suggested
as’ remedies ‘against this daily- increasing

~"celaimity; but I conclude, from the clash-

ing ‘of contending interests, they as well

" as all ~others: have been a,bandoned in

despalr
However unworthy, as- statesmen, the

=‘conduct of Mr. Pitt and Mr. Vansittart

may now appear to us, by havmg aban-

‘doned a measure of such vital importance

to the internal policy of the country, ‘it
must be recollected they lived at'a period

‘when ‘taxation was required to be carried

18

to its utmost stretcii s-and that_ ;ahy dimi-

- nution of-revenue, even under the most

urgent . circumstances, was - then . become
impracticable. It was therefore. from ‘the
impossibility of foregoing the revenue from

~ the stamp duties:on Bankers’. promissory.

notes, that every remedy to the .existing
evil fell-to the ground ; and every ‘human
invention for. this object must ever: fail,

‘whilst . ministers. continue to-supply a. cir-

culatmg medium - accompanled -with: a tax
on its distributors. ~ .
. Happily, at this. moment; our ministers

~ are enabled to adopt a more enlightened
“policy ; and it is for. their consideration, if,

- under -such. urgent -necessity, .it. be not

. more, important to the Publie, to forego a

revenue of a hundred thousand a year.on

Bankers’ stamps, than by granting relief.to -
‘almost any other object of taxation. As -

it -now stands, the repeated additions which
have. successively. been.made. to. the stamp
duties on this circulating medium, can:no
longer be viewed in any other light but.as
a bonus to.Government from the Bankers,

“for the privilege of inundating the country
-with: their.-promissory. notes, which _in:too
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many ‘instances have been lssued for the
sole purpose of defrauding the Public! To
men who have acted on this pr1n01ple, it

~can ‘be of little 1mportance if they pay to
Government 5 per cent duty on their notes, -
or 10 per cent, as they still will have 90 per

cent left for their pious intentions.

. All men of observation and experience
are now unanimously of opinion, - that
some ' security is indispensable to be given
on those promissory notes, which = are
thus become the exclusive circulating me-

" dium throughout the country. To carry

thls obJect mto effect, ministers must not

subject the Country Bankers alone to the -
tax of licenses, stamps, and other exac-

tions in business, from which commercial
men are comparatively exempt. If the
Government  think these Bankers best
adapted to fill up the deficiency of'the

‘circulating medium, they are bound to

offer them every encouragement and ex-

emption, to enable them to- give security.
“to the Public, in - furnishing a circu-

lating medium, which cannot be dispensed
with : they should no more be impeded
in eﬂ’ec’clng ‘this natlonal object, than the

15

agents of Government or of the Bank-of
England would be, if they were employed
in discharging this duty ; for I will, before
I close this Letter, bring proo‘f,‘ that the

fair and legitimate Country Banker; subject

to the duty and other charges he at present
pays on the issue of one and two pound
notes, or in future may pay on seeurity
notes, can derive but a very limited profit
or advantage beyond that of their afford-

ing him a facility in conducting the ‘other

objects of his business ;* and I feel assured,
that the greater part of the Country
Bankers, who are men of property and in-

tegrity, will not again suffer their cha- -

racters or 1ndependence to be shaken by
the panlc ‘and caprice which perlodlcally
occur, if such-limited profit from the issue

- of promissory notes is farther curtailed by

any tax or impediment from Government
whatever.. The ~capital - of opulent and

regular banks is not: wholly derived from:

the circulation of their minor notes, as is
imagined by superficial observers ; they will
give up the issue of them, and astonish the

. * See Appendix.
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! country g entlemen by the sight of a few
- sovereigns and Bank paper, leaving the

course free for those who have an obJect in
“ flying kites,” and in exposing themselves

- to the effects. of « running matches.”

Tet us, however, avoid 1ev1ty I am
well- aware that in the view-of pohtlcal

‘ economlsts, it is of little consequence to the
Public. from . What channel an article’ of

commerce _is de11ved prov1ded it~ be in

demand ‘ S A
If a cargo. of figs or raisins arrives at

a port, it can be of no importance to

the “consumers if the profit be. made by
Mr., Brown, or. .by his- rival Mr. Whlte :
all thls is evident; ‘but as ‘my- obJect is
to confine myself to one point, namely,
that of submitting my humble opinion‘.on
the best and safest plan for the protection
from ruin of the industrious tradesman,
as well as the poor labourer, whose only

saving consists of a ‘solitary one pound note; -

I think ‘it of more importance than, the
pohtlcal economist may wait . to cons1der,

. whether the occasional wants ‘of éommerce

and agrlculture be provided ‘through the

excessive and forced issues-of “ ‘particular

17

banks,” or from those of their nelghbours; |
who are- always determined to see. their |
way clear before they are tempted to ex-
tend the line of prudence in the. circula-

tion of  their notes: the “excessive issues
of" the former have often recoiled in bank-

ruptey to both issuers and receivers, and
the - precautlons of the latter may have
possibly often proved a check for- the pre-

servation of all parties.
It 'must be a sanguine mlnd Wh1ch can

hope for success in reconciling the Wldely )

opposed 'interestsfof high prices and low
prices, whilst it is evident that the whole
question - really rests on the redundancy

or scarcity. of ‘the circulating medium, be B
it “bullion, - gold, silver, bank-notes, pro- .
missory notes,” or tokens; and a man

must not be less sanguine to expect

that any Chancellor of the ~Exchequer

will Wllhngly abandon a source of qulet '
and easily collected taxation without a

stroggle. " However, as it is the duty
of ‘every man in prosperous times, as well

as in bad times, to endeavour to keep Old

*England where  she is, I will now come
to the 1estrlct10ns, Whlch for the safety of
¢
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vthe Pubhc, and for the respectablhty -of
Count1y Bankers, 1 beg leave to oﬁ'er for
consideration. ' ~
- Ist, That, for the protectlon of the
Public from - ‘the ruinous consequences
Whlch have .so frequently ‘attended the
fallures of Country Banks, a ‘security be
depos1ted with Government to the amount
of two-thirds the value of. all re-lssuable
notes under five pounds R

" adly, That "the Government shall ‘con-
sent not to derive any benefit, or suffer
any loss, on any descrlptlon of the' se-

curities 1odged with them; but that™ the -

interest accruing from stock, bonds; and
all other- property, be at the dlsposal of
the depositors, as is- ‘done with the divi-
_dends at the Bank of England; and that
~ every security, when deposited or redeemed,
shall be delivered up or transferred in its
orlglnal state, Wlthout any charges What—
ever
?)dly, That all securlty notes shall re-
ceive the Govelnment stamp as is now

“done, but to be free from all duty, or

19

reasons, . it. is - indispensable- that no_forms
or. delays-be permitted to 1nterfere Wlth
the immediate redemption of all or any
part of the. securities deposited with Go-
vernment, any more than are experienced in

_ the sale or transfer of stock at the Bank

of England; and that the only proof or

voucher necessary to claim such deposits

be, that of presenting to the commissioners
of ‘stamps such portion of the security
notes on which the’ depositors claim  re-
demptlon, and which are then to be

~ cancelled in their presence.

1 now come to the description and na-
tqre. of: the securities required to be de-
posited. The only principle on which se-
curity is required, is that of protectlon to
the Pubhc, and to that object only it ought
to be confined : consistent with that basis,
every possible ‘accommodation - should * be
allowed to enable the depositors, with. the'
least inconvenience to their concerns, to

- comply with the obllgatlon On the trans—

fer-of stock, the deposit of exchequer bills,
India bonds, or any Government. secuutles,\
on which it be agreed the ‘depositor is’ to.
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servation is necessary. I next plopose, that

all freehold and leasehold securlty in lands,

houses, or other property of that descrlp- -

tion, be accepted at 10 or 20 per cent
under the Value estlmated by sworn sur-

‘ veyors

It also becomes a subject for dlscussmn,
Whether for a limited portlon of the depos1t
say one quarter, approved Jomt personal
security should be admitted, as is done by

‘Government in behalf of the county re-
ceivers of the national taxes. '

‘In short, it is most indispensable that every
facﬂlty should be granted to enable. the

depos1t01s, Wlth the least possﬂole 1mped1- _
ment, to enjoy the free circulation of their
| capltal whilst it is conmstent with public
safety ; and that, Whenever “their securlty,
notes should from public panic or pressure

of the times, be returned to them, they
may be as 1nstant1y converted into money,

as if the deposit had been invested in the~ |

stocks or any other tangible securlty

Without - this regulatron, it Would be

1mpractlcab1e for any man of business to
make the dep051t requlred “The object of

Bankers is to- employ the capital -derived

21

“from the circulation ‘of their note's, and

other sources, which capital is known from

sad experlence ‘not to be  immediately
f tanglble for if a run against them took
‘place, they would not only be exposed to .
»the present difficulty of suddenly providing
for payment of their notes, but would  also
suffer ‘an - additional pressure, by havmg

also ‘two-thirds their amount locked up

in the hands of the commissioners; thus

requiring in fact a double capital,

~ As to the promissory notes of five pounds'
‘and upwards, I believe it would be im-

practicable in the country to 8o to the
length of making them security notes. 1t

is ‘evident that these notes do not often
‘get ‘into the possession of the ignorant
- ‘or poorer classes, for whose protection
. the secuuty proposed is chiefly intended ;
“and with respect to the men in business, into

whose hands they pass, they have the same
means of forming their Judgment of the

credit and responsibility ‘of the Bankers

who issue them, as they have respecting

‘their other transactions in trade;-having
‘also the -option, - which they ‘do not now
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enjoy, of refusmg them, by requlrmg se-
curlty notes.

On this subject there appears a. chmce of
dlfﬁcultles ‘Mzr. Vansittart, T understand,

‘introduced in his bill & clause giving the

Country Bankers the -option of making
their : notes ‘of five pounds and upwards,
security notes -or not. This « optlon

.ev1dent1y most obJectlonable on every fan

ground for if:a bank issued this descrip-
tion of notés without a security ‘stamp,
their credit would immediately be called

~in ‘question ; and if they issued them with-

the security stamp,: it. could not.be expect-
ed that the quantity of their- circulation
would be adequate. to the demand of the
Public.  On this ground it appears to me

- 1mpractlcab1e, ‘whilst the -circulation of
~ specie is s0. insufficient to the wants: of the .

Public, to interfere with - the. liberty of
c1rculat1ng notes: of five: pounds and  up-

~.wards ;. and.on: this descrlptlon of notes it

is but falr that the stamp duty should
remain. =
Thele is one doubt Whlch presents itself

_on " this dlfﬁcult subJect It s oposs1ble,

that, by requiring these secunty notes, the
circulating medium may be so much " di-
minished as to cause great inconvenience
to the trading and agricultural classes. ‘It

" has been said, that London being the seat

of Governiment, and its transactions so- im-
mense, all the circulating medium of the
precmus metals:and of paper, ~which " can,
without. restrictions, be -prudently . sup-
plied for - cash payments, is required for
the metropolis, and some partlcular coun-
ties .which issue no promissory notes. I
see No reason Why London should engross
all the gold currency, exchequer bills, de-
bentures, and Bank of England paper, or
why a Jealousy should exist against ‘a part

“of it finding'its way for the circulation of
" the country at large. If a fair proportion

should" be applied to- that purpose, ‘and

- Government would ‘considerably increase

the quantity of silver: coin, it would tend
to relieve the necessity of minor notes, and
render us less: liable to an over—supply of

s the. cn'culatlng medium ; by which, I am

convinced, we should in town and country

" find less encouragement for. embarking in

wild' and ruinous speculations, and both
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“enjoy a more healthy state.”- The precious

metals, from being more. dlspersed would
not be so easily collected for export: on
every variation of the forelgn, exchanges ;

or the Bank of England paper be so liable

to be excha,nged for gold, whenever a panic
arises, or conﬁdence is shaken. .

If the Bank of England cannot with
pludence extend their .discounts or issue
of notes, adequate to the wants of - both
town and country, I do not perceive 1t

follows, that the prov1n01al intercourse
should be carrled on excluswely through :

the issues. of prlvate Bankers; for we- all

- know, that in the distant parts of the king-
~ dom both’ gold - and. Bank paper are so as-
js1duously collected by the dlstrlbutms of

country paper, that a soverelgn is as rarely
seen as a swallow in" winter, . and a Bank

bill as a Woodcock in summer' Let the
London Bankers, ‘whose 1espons1b111ty is
. generally reported to be greater than that
of Country Bankers, also issue their pro-
missory notes; they can eas1ly cross the.

street to the Bank ot England to. meet

“a run when it occurs; Whllst the Country
fBankers are occupylng all the mall coaches
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to bring home sovereigns in time-to stop
the torrent. By these means the-pressure
in times of scarcity would not be so:severe ;
nor would the minor cou‘ntry notes be:the

only dependence of the tradesman and the -
farmer, as is now the case. )

I am _aware we ‘here touch on tlckhsh

ground ; this measure is. prohlblted by the
‘Bank charter, and . good faith ‘must be: ob-
“served : but .why .ought:not .the Directors -
of the Bank of England, for the:benefit
of the kingdom -at large, to:.concede this
clause in acharter, which .in ‘a' few years

will'expire? and.the wisdem .of the Legis-
lature may then enact what is necessary
for :the public welfare. - Chartered “com-
panies - are venerable for their antiquity
alone. In -their origin they -were indis-
pensable for all large commercial opera-
tions, and for the -protection -of trade,

which private individuals had neither the
means nor abilities to carry on;:butin

modern times, when “men’ have becomé

wiser than their teachers,” the -enterprise,
talents, and capital -of single individuals
leave all monopolies at a distance, and the
“only way.to ruin an -éstablishment:through
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its own :incumbrances and: expenses, Is,
to obtain'a charter. = e

. T will now beg leave.to ‘make a few
observations on the. proposed. restrictions,

. the outline of which has been classed
“under four heads. ‘ ’

- First, with respect to the deposit. There
are many ‘who, .looking only -at the sur-
face; will not be satisfied unless the whole
amount of the re-issuable notes be secured
to Government. There are others ‘who
consider - the - country will be sufficiently |

~ protected if half the amount only be de-

posited, thinking. that: the responsibility of
.the parties who -can afford to carry on-the
ba,ﬁking"ﬂbusiness' under the new system,
may be deemed sufficient -for - the . other
half. I have. taken the liberty to suggest

a deposit of two-thirds- the amount: of the

security  notes, - deeming it a_reasonable
consideration _towards - the protection of

~the:Public; and:not’ going! too far-in lock-

ing up & capital;cwith which the Country
Bankers -would be .enabled:: to - assist -the

tradesman and:the agriculturist. JIn all

-

commercial -and money: transactions there
is.some risk. *'The price of stock and other

27
Government securities, of produce, of land,
and all commercial property, is subject:to

depreciation ‘and loss. We have heard it

asserted, that Bank of England -paper has

~ been’ at a discount, and we have lately
- found exchequer bills at sixty shillings

discount: ‘Why, then, must we insist: that
a circulating medium, supplied by the
Country Bankers, should ‘be exempt:from
all possibility of risk? Tt is to be hoped
that a deposit of two-thirds of the amount-of

~ their minor notes will drive back manyofthe

e§tablishments ‘formed. only for the forced
circulation * of their paper, - to - the : shops,

offices, and farm-yards,  from whence they

ought: never to have:emerged, and conse-

‘quently the personal . responsibility of re-
gular and respectable: Bankers will become
of greater -importance, and the issues of
‘their -paper be -entitled .to -greater . con- |
‘fidence. - 3 : T

- 'With ;regard :to -the second and- ,thil;d

clauses, that: Government shall pay. over to
the . depositors - all -dividends cor iinterest
arising from the deposits.free of expense,

and that the security notes' be given free

“ofall stamp or: other duties, I think it has

e vt i
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";i"already ‘been  proved, - ‘that ™ on - securlty
“being  required," it-must “be found totally
:1mpraetlcable for Government to ‘continue
* any stamp duty, expense, or tax whatever.*
If Government should*think proper totry .

PRI

the ‘experimént’ of “any “of * the ‘numerous
-schemes which-have ‘been: suggested they |
not only would be obliged in those cases to
“abandon-all'stamp duties,’ ‘but ‘would' incur
“heavy expenses in the’ distribution ‘of a cir-
‘culating ‘medium “through the kingdom

-exceptron the plan of Scotch banks, which

~ “allmen of - experlence ‘must-be convmced
~‘although they" ‘may work ‘well in " Scot-

land,: -would “never suit ‘the ~immense
commerce and enterprise of- this country ;
nor ‘would “itbe ‘adapted to the “taste of

“men -of property here, ‘to ‘become shop— ~
‘keepers, by lendmg ‘their names ‘and

responsibility ‘to “any - ‘mercantile concern

Whatever If, then, the stamp duty ‘on

‘minor notes, be it 100,0007. a year, more or
less, cannot be.expected under any plan,
‘wherein the Public shall be protected why

‘should the Government hésitate to relin-

R Se‘e’ Appendlx

quish it-in.favour of the Country Bankels,
under the condition of the. securlty -pro-.
posed > for- I contend, that:it"is on this". =
question alone,. that a. protectlon ‘to-the
Public: from the depredatlons of designing: -

men has been so often: brought forward
and 50 often” abandoned. -

The fourth and last clause has been

already dwelt on. . It would ‘not be too

arduous a labour - for ‘the commissioners of
the- stamp. duties to be in' daily-attendance
to- receive the -report of the ‘securities .
lodged, and. if approved, to grant a warrant -
for the delivery of the security stamps; or- .

to. receive. the tender of ten or twenty-

thousand returned stamps, and immediately

transfer or deliver up the securities: depo-

sited. It requires no argument to shew
the necessity of despatch in this last: trans-
action, as on the delay of a day may some- -

times depend the safety of an estabhshment
it a period of severe pressure.

An intelligent -theorist, who appears to -

be an advocate for free trade, says, he sees-
no. difference, when a Banker issues pro-

_mlssory notes, whether he -takes -the secu- -
rity of lands, houses;: falmels stock or joiht" -

o
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P?rsonal_. ”secqrzity,{ or whether he places:-the

money-in the publiei.fimds'; for that a fall
of stocks, or: the -depreciation of the value
of other securities, may equally make him
a -ba,nkrupt.f I think, on reflection, he will

perceive a most important difference to. the

" Public, whether this capital yb\e'emp_loyedin

giving activity to ‘the »}Qper_at'ionsr of ‘the
'agpicultu\rist and ‘tradesman, or- that it be

~ locked up in the funds;.and. 1 believe the

Bankers also perceive a difference, although
perhaps from  a . different principle; the
farmer and . tradesman- pay him 5 and the

funds . not. much. more ?thap» 8 per--cent.

As - this vd,is'cus,sion is rather foreign. to
the subject. before us; we will no.longer
dwell on it; but it.does not appear to have

~occurred to- this writer, that the Bankers

who have caused all the mischief have
never benefited the Public in. employing
the capita;lz created by the forced issue of
their notes, in lending it.to farmers, or
have buried it:in ‘the ' stocks. TInstances
have happened wherein it has been applied,

first, in paying off their own private debts,

agai:nst;lwhich' they had ever struggled

~ until they became Bankers ; next, they turn

s s i
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gentlemen, living in a style of .expense
which. they mnever before could: have at-

tempted, or even dreamt of; and with ‘the

remainder of this golden harvest, they:
embark in building. houses;. gambling 'in
shares, and other speculations, which, if in
the lottery of chances they happen to - turn
out successful, these Bankers consider them-
selves excellent men of business; but should

the reverse. take place, the Public receivea -

dividend of two shillings and sixpence An
the pound, as a reward for their delusion !
. T: will. now submit a few observations to
the respectable body of Country Bankers

at. large. It has been stated to be a great |

hardship - and impediment - to the free
circulation of property, that two-thirds, or

~any other proportion of their capital should

be locked up in' the hands of commis-
sioners, whilst all other men of: business
are allowed the utmost freedom of trade,
and enjoy that degree of commercial: con-
fideice to which their neighbours déem
them entitled. This argument would have

“its weight if the commodity they dealt in

was..one which it was:optional with- the
Public: to use or not; but it now happens

T R e e
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~ that “having exclusively the ‘commandof
the - circulating medium, - they leave no

choice to the poor- labourer .and the lower

reduced to: the situation 'of lJamenting over.
their -only. property, mamely, " a ~useless:
one ;pound: note. It is also evident that
two-thirds - of < the - respectable - Bankers’

B capital is not locked up by this: security

bill ; the notes of five pounds and upwards,
which “circulate’ among men ~of “business, -
are not on this plan proposed to be. made

security notes ; nor do’ their interest notes,
cash balances, or ‘any other deposits,-suffer

from this restriction. I should be sorry

that this deposit should form “even' one-
quarter. of their capital— and they 'should

notforget, that by their issuing to the Public - |

these “security notes, two ~obvious advan-

tages - would follow : first, that it. would
considerably tend to strengthen the general

 confidence in “the solidity of their firms;
and: thereby. increase their balances, depo-
sits, interest notes, &c. '‘&c.; and secondly,

decrease the list of their rivals in business,

whose principal object has:been that -of
raising ‘the wind by an indirect. circulation

classes . of ‘society, who'are. thereby often:

of their notes. Thus, Country ‘Banks -
Wf?‘}ld_ ~once  more "+ become E ‘feépeétaﬁ'l'eg
gstabliS_hmen_ts s and ‘we~ should no- 16ng.ef‘ |
see, as a nO})"le."Peer‘ once said. in his .pla'cé‘?»
in’ the House of. Lords;. « that - in ﬁaséi:lrlg
through any town or country village, if by
chance he ;}otiéed ‘on one side of the S’tfeeft,:
an inn with the sign of the Great Mogul,
or Red Lion, he.»wta_sv’sure to obsetve on
t_fl\_1eJ0ppoSite side, the word Bank, in gold
letters; placed: over the door” = © "
It is in vain to ¢ xpect that any public
P_lan',. : hOWeVEI'x urgent, can be’ :int’ro‘dilced
without ~meeting ‘with much opposition:

| ©  Those whose attention is solely fixed-on -

highf rents ~and ‘high  prices, join . the
Country Bankers, under an apprehension
that-the adoption .of security bills will 50

much diminish the- circulation, or produce

what is called so great a scarcity of money,
as to make a material change in the value -
of their- property, and also impede the

enterprise and manufactures of the ‘coun-
try, which enable us to pay the taxes, and

-give uis our aseendancy over all the world.

The ‘bbjebﬁ‘ or limits of this letter- will not
pgrr’r}itfme,‘at;fpresent, to enlarge -on this im-
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,pénta'n't ‘subject ;’but I see no'Wél'l—grounded
apprehension, that- the . restrictions pro-

posed - would - produce such: rconsequences,
beyond ‘& ' salutary-.extent.. <Riespectable

- private firms would, for' their own. reputa~
tion, as well as for the‘convenience of their

customens,  issue a: necessary quantity:of
this " ¢irculating - medium.”.. T :.admit: we
should:mot again hear-of individual - esta-
blishments which-have issued 800,000/ -or
400,000, in s$mall motes;. nor “should- we
probably: again seethe period; wherein even
Bankers; who conduct:their business with
prudence; ‘could not-make ‘beyond 2:to 8
per’ cent ‘interest of stheir -capital, which

_ has occuired within the last two-years; but
_if ' the metallic: currency ‘was much in-

creased, and if; perhaps, silver. coin:made a
legal tender for fifty: pounds,. instead of
five pounds, I am of opinion that; with the

moderate assistance of security ‘notes, we

should: have asufficient circulating medium
for all beneficial purposes; for otherwise I
should bé at a loss to: comprehend how it
is that no difficulty is experienced inthe
immense’ territory -of :France,- where they

~ ‘have no  notes of any description, publie or

- 85

_pi*ivate; under five hundred. francs. . It is )

most evident that no scarcity can in its

“effects become so dangerous to a country

as the ovér-redundancy of money, .created
at pleasure, in the paper manufactories of
the Country Bankers. Is'it to be suffered,
that these gentlemen shall possess - the

.power to cause an artificial rise of every -
article of consumption:or produce, when in -

two_or three years after, from the ‘same
causes which have so often occurred, the
same convulsions inevitably must . follow,
and fall, with renewed force, on evéry class
of: society—producing a sudden _depre-

* ciation of every description of property?..

1 am not aware -that we should be less

liable. to such - -ﬂuctuati()ils; if chartered

banks, joint-stock companies, or a board, of

- commissioners, were to supersede Country

Banks: they. would trade to the extent

of their capital, and not be exposed to the

only- check which prevents private Bankers
from  increasing :still more their present

: is‘sués,f-s—namely, the fear of a run against
them ; whilst these bodies of monopolists,

from their known responsibility, would feel

‘1o such apprehension ; and it would remain

n
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to be proved if they would not be as: eager
* for profit, from a too extended circulation;.
~as the: present men ‘have been. If to- ‘
counteract. this danger: they should . be. -

under the. « surveillance” of Government,
any future minister, in times of public
necessity, may so: extend’ the circulation
of paper, that gold: and silver would.
disappear, as we know has frequently

~occurred in foreign countries. I am also

not convinced, that these chartered com-
panies would meet with. many very willing
customers ;. for where is the country mer-

_chant or trader, if ‘he could avoid it, who

would consent to. have. his private trans-
actions discussed and canvassed by all his

neighbours in office, who may be disposed .

to pry into them? ‘ A |
Another fact experience has long proved

ﬂ—ethat most chartered or joint stock com-

‘panies are. broken down by the’ expenses of

directors, managers, agents, clerks, &c. &c.
 These last gentlemen would soon be the.
" only parties who would not be- tired of

remaining shareholders; for I am informed
that, even with Scotch economy, such are
the ‘expenses. of management. and agency.

37

among our northern bfethren, that the
shareholders in their Banks. often find a

dividend of 2 or 8 per cent to be the
utmost extent of their profits.

1 shall now conclude, trusting that both -
‘the Government and Country Bankers

will find a mutual interest in securing a

- protection to the middling and lower

classes of this kingdom, to which the

* public attention is now fixed, and 1is, on
‘every ‘principle of policy and justice,
‘become indispensable; but if the former
‘think it can be effected, and still remain

an object of public revenue—or if the
latter, following the outcry about the
freedém of trade, and of private confidence,

. should‘l' _instruct their representatives in -
Parliament to oppose any security or

restriction whatever, I fear nothing can
be done, but that the evil will, by frightful
strides, go on increasing. |
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APPENDIX.

O~ calculation of thc proﬁts arising from the
circulation of 1000/. in notes of 1Z., Wthh notes,
on a fair estimate, we will consider to last
eighteen months,—a part may be fit to circulate
for a longer period, but.a great proportion be-
comes so defaced and.worn out-as to require
cancellmg in a much shorter tlme.

£ k/s.’ d.

The extleme proﬁt even at 5 pe1 cent and

supposmg, these notes to be i m constant
circulation, which is never the case, Would
be in eighteen months . .........c..ee '75 0.0

DEDUCTIONS.

Cost of stamp duty at 5d. on. each note, loss :

on spoﬂed stamps, banking hcenses,

clerks rent, -&c., at least 2d.. more,

makmrr 7d. on each one pound note.... 29 3 4
Paper engravmg, prlntlng, postages, 11sk of ~
N forgery, &e., say Id. viviiieiiiiiins 4 3 4

Camed fmward ..¥33. 6 8

R
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£ s d.
, Brought forwaxd ..... 33 6 8

~ Interest on the above sum of 33L 6s. 8d.
eighteen months +:..huiteriseeeens. 210 0

Interest on the money a prudent Banker must
keep ready to meet a run, or even the
common fluctuations in the demand for

_ his notes, say only one quarter of the
10007, in ‘circulation, viz. 2501 eighteen

’"_months..................».’....'...{.‘. >.118‘;'1'5,:'0

. £6411 8

D

So that the utmost possible . proﬁt reckoned

at 6 per cent, not- taking “many other draw-
"backs into conslderatlon, a Banker can derive,
on the issue of 1000/ in his” 1/. notes, s
- 201. 8s. 4d., or, if he issues 50, 000/, is 10021

in eighteen months or about 670l a year to

" be divided amongst all his, paltners'
I believe above half the Country Bankers

have never taken the trouble to make this cal-

culation,” otherwise it would "be’a matter of
surprise to me that respectable men, when
public confidence is shaken, should ‘consent,
‘from the circumstance alone of havmg issued
these one pound notes, to become:the subjects
of the censure and suspicion of every ale-house
>p0ht1c1an, or to be exposed to the heavy sacri-
fices which at such periods they must incur,

.4k

from- havmg to. p]OVlde instantly. to meet the. .

run ;. whilst-experience proves, that of 50, OOOZ

advanced to their customers, : not - one- tenth

part can be called in for weeks or even months
after such run has occurred. -

1 think we can require no stronger. evidence
to prove, that with the above- stated dutles and

expenses, makmg together ‘75l per. cent on

the issuing of these promlssory notes, 1t be-

comes totally 1mpractlcab1e to add a securlty :
stamp on, two- thirds, or any portlon of their

amount : elther ‘the one or the other must
ev1dently be given-up. -
Prior to the year 1796 when the Bank

restrictions took place, neither the Bank»

of England or private banks issued notes
under five pounds Pelhaps the 1ncrease of
populatlon ‘and commerce since that perlod
would make it now dlfficult to prov1de a suf-
ficient gold circulation for the necessary Wants
of the Public; but I should like to see our
gold and s11ver currency double its present

amount as is the case in France, where thelr -

1nterna1 commerce bears no pr oportion to ours,
and Where no Bank bills are issued for less
than 500 francs ; ; or, if that is not pract1cable
to the extent requlred I humbly submit, that

the Bankers of London be also 1ncluded 1n the'

honourable prlvrlege of cnculatmg promlssory
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’ notes,tby .which. means the ‘country at large

may enjoy the satisfaction- of sometimes seeing
the current coin of the kingdom..

'P.S.—Since this Letter has been sent to the
press, I see from a newspaper that an eminent
Baronet, who I trust is not so much a theorist
in"agriculture, as in my oplnlon he appears to
be in banking transactions,. has pubhshed a
plan by which ‘he proposes to prowde against
all the difficulties which " have puzzled olr
statesmen and_ merchants for the last thirty
Years SR - . p B R T

If I comprehend the outhne, which is stated
to have been previously proposed seven years
since, his plan is to establish in London, * two”

 Corporation, or Chartered Companies.

The first, to be composed of seven commis-
smners, who ‘are to be empowered to grant
licertses to Country Banks, ‘consisting of any
number of associates ;' on the condition of their
giving a deposn of landed, funded, or personal
security, for the whole amount of all the notes
they circulate; “on which - they are to be
allowed an interest of 3 per cent !!

~“The “ second " Chartered Company is to ‘be

-named, the Great Corporation, or London Bank;

43,

who are to be allowed to circulate their notes
in - the country, and - correspond with such
country. . estabhshments as choose to_ employ
them.: ~ o

'This outline of the honourable Baronet s plan
appears to me more Utopian and impracticable
than any of the schemes I have hitherto heard
of: I have. before observed, that in- modern
times, when the liberty of free trade is so much
contended for, -the good people of . Eng]and

- would not be over ‘attached to an increase of

Corporate Bodies, or Chartered Companies, nor

to any schemes wherein power and patronage .
appear to. be the most prominent - features. '

Here we are to have, first, a Chartered Body of
seven. Commissioners; ‘whose labours are . to
consist in granting licenses to Country Bankers,
and in: receiving depos1ts equal to the amount

of their promissory notes : they, if 1 understand
" him . correctly, are likewise to controul the

issues of these notes, to prevent the circulating
medium from being too redundant or. too
depressed '
Now, as.to their. ﬁrst duty, it will be found
that every Country Bank, and every Branch
Bank in - the . klngdom, ‘already takes out a
Government license, - for which each . pays
thlrty pounds. If, as is the honourable Baronet’s
favourite plan, the hcenses are to be extended
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from six- to sixty, or any number of partners it

must be’ ‘decided by the Leglslature, Wlthout a
necess1ty of seven Commlssmners to_carry. it

~into effect: nor do 1 perceive ‘the utlhty of

havmg a Chartered Body for receiving depos1ts ‘
&c. - I ‘have already proposed. that the
Com1n1ss1oners now at the Stamp Office may
;be deemed. as fully adequate.-for: receiving and

decrdmg on 'Government securities, authentlc

- certlﬁcates of the value of lands, or of apploved

‘securities, as -any ‘new-invented. Chartered

Company estabhshed for that putpose.
It appears also, that one of these Chartered
Bodles is to_have a controul over the quantlty

'of notes to, be, issued by each Country Bank.

Now, 1 contend for ev1dent reasons, that this

’ \would be a. dangerous power. placed in the

hands of any body of men whatever. The best
protectlon to the Public, I consider, will be
that of requiring security on reissuable notes,

when there. can be little danger of- a too.

redundant circulation, as nothlng could better
meet the views of Government than a circu-
lating medlum to . any extent derlved froxn
such sources. : : L
The second propos1t10n of formmg a Chartered
Body, or great Corporation, which is to be called
the London Bank, is. still more visionary than
any scheme whlch I have yet seen proposed

accounts.
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This: London "Bank is to be:allowed to circulate
its notes. in the Country. It -appears to-me to be

littlé ‘more nor less than the establishment -of

another Bank of  England ‘under a different
name ; which,- T believe, it would be no easy

task < to persuade the good people of - thls :
Country to encourage. =~ =t :
.- This new Estabhshment 1is also- to become a

kmd of Commander-in-Chief, with whom all the
Country Banks are allowed to correspond ifthey
choose : —it would become a great Corporation
indeed ! - It first occurred-to me that the South
Sea ‘House bemg little -used, would be a.very
proper ‘situation for: the transactions- of - this
Lotidon Bank—but I am sure it-would be found
by far too stall a building : they would employ
all the spare clerks of the Bank-of England and
other. Establishments, to carry on: ‘the colossal
correspondence with eight or nine hundred
Country Banks; as well as-to’ distribute their
notes for country circulation: but I -fear this
Imperial Concern would be soon tired of their

country customers, who are under the neces-
sity ‘of making daily such numerous minute

inquiries and applications on various transac-
tions, as would soon induce this Metropolitan
Bank to desire their friends to close: their

E
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I confess I am no advocate for more Chartered
Banks, Branch Banks; or Chartered Associations,
for the purpose of making experiments, which: I
am convinced would be found impracticable; ox
insufficient for the purposes required. Leave the
management of the country circulation in: the
hands of those who have so long conducted it
to the satisfaction and benefit of all classes of
‘the community, with the exception of a few
fraudulent Establishments, which can ne longel
exist when security. is required : —Let the
Government increase the coinage of gold, and
" above all, that of silver :—Let them relieve the
Country Bankers from all incumbrances of
stanip duties, on their minor notes;: hcenses,
and all 1mped1ments to the distribution of a

~safe and free circulating medium, and- 1 feel
 satisfied we should no longer experience on the

one hand a pressure from a want of a currency,
or-on the other hand run a risk of too great a
redundancy of what passes for money. -

THE END.
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